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W LTON TELEPHONE COMPANY
HOLLI S TELEPHONE COVPANY

Show Cause Order Directing Wlton and Hollis Tel ephone
Conpani es
to Appear Before the Comm ssion to Answer:

1. Why the Conpani es Should Not Be Required to Replace Their
Audi tors; and
2. Wiy the Conpanies, Their Oficers and Agents Shoul d Not be
Fi ned and/or Penalized Pursuant to RSA 365:41, RSA 365:42 and
RSA 374:17 for Failure to Comply with Order No. 23,190; and
3. \Why the Conpanies’ Authority to Engage in Business in New
Hanpshi re Shoul d Not be Wthdrawn Pursuant to RSA 374:28; and
4. Wiy the Conmm ssion Should Not Open a Separate Proceeding
to I nvestigate the Conpani es’ Rates

ORDER NO 23,630

January 29, 2001
BACKGROUND

On Decenber 22, 2000, the Staff (Staff) of the New
Hanmpshire Public Utilities Comm ssion (Comm ssion) filed a
report with the Conm ssion (Report) with respect to conpliance
issues for Wlton and Hollis Tel ephone Conpanies (WIlton and
Hollis, or the Conpanies). The Report results fromfoll ow up
audits of both Conpanies resulting from Comm ssion Dockets DE
98- 058 and DE 98-059. Those dockets were initially opened as
i nvestigations into earnings, and a Stipul ation and
Conmpr ehensi ve Settl ement Agreenent (the Agreenent) was
approved by the Comm ssion in Order No. 23,190. Re: WIlton

Tel ephone Conpany, Inc., 84 NH PUC 232 (1999). In the
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Agreement, WIlton and Hollis agreed that their financial
reporting has been inaccurate and m sl eadi ng, and that their
earni ngs had been understated. The Conpani es agreed to pay
cash penalties and to take a nunmber of steps to achieve full
conpliance with Comm ssion rules and reporting procedures.

Staff’s Report of Decenber 22, 2000 provides
substantial detail as to the followup audit work conpl et ed
with respect to the conpliance of both Wlton and Hollis with
t he Agreenment as approved by the Conm ssion. Staff believes
that the Conpanies are not in full conpliance with the
Agreement with respect to a nunber of areas. These include
changes in operations and personnel, both internal and with
respect to the Conpanies’ CPA firm matters with respect to
affiliated contracts, and treatnment of rate case expenses,
tenporary rate refunds and custonmer credits.

In addition to conpliance issues resulting from
Order No. 23,190, Staff’'s nmenorandum al so indicated that its
| at est anal ysis shows that both Wlton and Hollis are earning
in excess of their last found cost of capital. Staff
recommends that the Conm ssion include within this pending
proceedi ng notice that earnings of both conpanies wll be

revi ewed as wel | .
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On January 10, 2001, the Conmm ssion issued Order No.
23,615 requiring the Conpanies to show cause why the Conpani es
shoul d not be required to replace their auditors; why the
Conpani es, their officers and agents should not be fined
and/ or penalized for failure to conply with Order No. 23, 190;
why t he Conpanies’ authority to engage in business in New
Hanpshire shoul d not be w thdrawn; and why the Conm ssion
shoul d not open a separate proceeding to investigate the
Conpani es’ rates. On January 12, 2001, the Conpani es’ counsel
requested additional tine to publish the Order so that the
Conmpany could neet with Staff to discuss the issues raised in
the Report. As one of the issues before the Conm ssion is
Staff’s allegations that both Wlton and Hollis are
overearning, Staff and the Conpany agreed to recomend t hat
t he Comm ssion reschedul e the hearing and associ at ed
procedural dates and establish current rates as tenporary
rates as of January 30, 2001- the originally schedul ed hearing
dat e, pursuant to RSA 378: 27.
1. COVM SSI ON ANALYSI S

The Comm ssion accepts the recommendations of Staff
to reschedul e the hearing and associ ated procedural dates.
Pursuant to RSA 378:27, tenporary rates may only be

establ i shed by the Conm ssion after notice and hearing.
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Therefore, we will not adopt the recommendation that tenporary
rates be set pursuant to agreenent of the parties wthout
benefit of a hearing. The issue of tenporary rates wll,
however, be on the agenda for the reschedul ed prehearing
conference. In addition, given the Conpanies’ alleged past
practices, the potential need for cash to refund tenporary
rates, and the potential need for cash to pay significant
fines we remain concerned about dividend paynments at this
time. To the extent that the Conpanies intend to make any
di vi dend paynents, we direct themto first obtain approval
fromthis Conmm ssion. W also require the Conpanies to
i medi ately report to the Conm ssion the date and anount of
any dividend paynents that have been made since the date of
t he Report.

Based upon the foregoing, it is hereby

ORDERED, that Order No. 23,615 (January 10, 2001) is
hereby superseded by this Order; and it is

FURTHER ORDERED, that, pursuant to RSA 365:41, RSA
365: 42, RSA 374:17, RSA 374:28 and RSA 374:7, WIlton Tel ephone
Conmpany and Hollis Tel ephone Conpany shall appear at a
Prehearing Conference before the Comm ssion |ocated at 8 O d

Suncook Road, Concord, New Hanpshire on February 28, 2001 at
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10: 00 a.m, at which each party and Staff will provide a
prelimnary statenent of its position with regard to the
Report and any of the issues set forth in N.H Adm n Rule Puc
203.05(c) shall be considered; and it is

FURTHER ORDERED, that during the prehearing
conference the Conm ssion will consider whether the current
rates of WIlton Tel ephone Conpany and Hollis Tel ephone Conpany
shall be fixed as tenporary rates in accordance with RSA
378: 27, and, therefore, subject to refund or recoupnent
pursuant to subsequent orders of this Comm ssion; and it is

FURTHER ORDERED, that to the extent the Conpanies
have the neans and determ nation to make dividend paynents, we
direct the Conpanies to first obtain approval fromthis
Conmmi ssi on before any dividends are paid; and it is

FURTHER ORDERED, that pursuant to N.H Adm n. Rules
Puc 203.01, the Conpanies shall notify all persons desiring to
be heard at this hearing by publishing a copy of this Order no
| ater than February 14, 2001, in a newspaper with statew de
circulation or of general circulation in those portions of the
state in which operations are conducted, publication to be
docunmented by affidavit filed with the Conm ssion on or before

February 28, 2001; and it is
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FURTHER ORDERED, that pursuant to N.H Adm n. Rules
Puc 203.02, an party seeking to intervene in the proceeding
shall submt to the Comm ssion an original and eight copies of
a Petition to Intervene with copies sent to the Conpani es and
the Ofice of the Consumer Advocate on or before February 23,
2001, such Petition stating the facts denonstrating how its
rights, duties, privileges, inmunities or other substanti al
interests may be affected by the proceeding, or that the
petitioner qualifies as an intervenor under any provision of
law, as required by NNH Admn. Rule Puc 203.02 and RSA 541-
A:32,1(b); and it is

FURTHER ORDERED, that any party objecting to a
Petition to Intervene nake said objection on or before

February 28, 2001.
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By order of the Public Utilities Comm ssion of New

Hampshire this twenty-ninth day of January, 2001.

Dougl as L. Patch Susan S. Geiger Nancy Brockway
Chai r man Conmi ssi oner Conmmi ssi oner

Attested by:

Thomas B. CGetz
Executive Director and Secretary



